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AGRICULTURE IN WESTERN AUSTRALIA 
THE ECONOMIC POTENTIAL OF THE WONGAN 
BALLIDU SHIRE 
PART 2.—COSTS A N D RETURNS 
By G. D. OLIVER and A. W . HOGSTROM, Rural Economics and Market ing 
THE potential of the Wongan-Ballidu Shire to produce increased quantities of grain, wool, 
sheep and meat up to the year 2,000 was estimated and discussed in the f irst part of 
this article (see last issue). In this second and f inal part the financial returns likely to 
accrue to the shire and the individual farmers as a result of these increases are discussed. 
GROSS RETURNS FROM SHIRE IN 
1980 A N D 2000 
Constant prices have been assumed for 
all produce. While this is an over-
simplification from a marketing point of 
view it is appropriate because the main 
purpose of this study is to compare present 
with potential productivity in the shire. 
The basic assumption is that real money 
value will be constant, not that actual 
prices will be the same. 
The prices of 13s. for wheat and 5s. for 
oats are after deduction of rail, freight 
and marketing charges, that is, they are 
the prices at the railway siding. The prices 
for lambs (60s.) culled stock (40s.) and 
excess young stock (90s) are net of selling 
commission but freight to saleyards has 
not been deducted. 
The figure used for calculation of 
returns from wool was the average greasy 
price of 51.9d. per pound for the three 
years ended 1962-63. This is the auction 
floor price. 
The details of shire returns in the years 
1980 and 2000 for commodities produced at 
these prices are shown in Table 4. This 
is also shown graphically in Fig. 3. 
NET RETURNS IN 1980 A N D 2000 
It has been shown that the gross 
returns from farming in the Wongan-
Ballidu Shire could increase by £2,000,000 
in 16 years and by £3,000,000 in 36 years 
with the application of techniques which 
are already proven and, to some extent, 
practised in the shire. 
Table 4.—Gross returns 
Commodity Price and 
Unit 
in 1980 and 2000—Wongan-Ballidu Shire 
1962-63 
Production] £ 
By 1980 
Production! £ 
By 2000 
Production £ 
Wheat 
Oats 
Wool (greasy) 
Lambs 
Culled Stock .... 
Excess Young Stock 
Total .... 
13/- bush. 
5/- bush. 
Sl.9d. perlb. 
60/- each 
40/- each 
90/- each 
3,153,088 
389,866 
2,914,191 
9,838 
57,836 
9,834 
2,049,600 
97,500 
630,200 
29,500 
115,700 
44,300 
4,484,828 
728,291 
5,766,330 
56,730 
118,340 
56,730 
2,915,000 
182,100 
1,246,900 
170,200 
236,680 
255,300 
5,483.600 
866,400 
7,033,000 
86,304 
144,300 
86,300 
3,564,400 
216,600 
1,520,900 
258,900 
288,600 
388,400 
2,966,800 5,006,180 6,237,800 
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3.—Gross returns to the shire from the main commodities in 1962-63 and projected returns for 1980 and 2000 
The extra returns will only be available 
with some extra expenditures by farmers 
and it is therefore necessary to make an 
estimate of costs and of the net returns 
in the years 1980 and 2000. 
In the previous section it was assumed 
that prices would remain constant. The 
same assumption is made for costs, that 
is, that factor costs (real costs) will be 
constant for the period. 
Experience in recent years indicates a 
decline in the product price: factor cost 
ratio for agricultural products; that is, 
the price of each unit of output (such as 
Long term rotation trial—From left: virgin scrub, first wheat crop, fallow (after clearing scrub) and pasture on wheat 
stubble. Information on the rotation which will give the best I'ng term average yields should bring big increases in cereal 
production 
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a bushel of wheat) compared with the cost 
of individual imputs (such as hired labour) 
has been falling. 
This does not necessarily mean, how-
ever, a decrease in net returns per unit 
of output or total net returns per farm, 
as these measures are also influenced by 
changes in productivity per acre and large-
scale economies. In this analysis only 
known scale effects will be taken into 
account—for example labour requirements 
with larger flocks of sheep will not in-
crease proportionately. A farm cost reduc-
ing factor which has been omitted because 
it is as yet unrealised (although it is con-
fidently expected), is increased efficiency 
in cultivation from improved farm 
machinery, resulting in lower costs per 
acre and higher returns. At present the 
number of cultivations per crop is less on 
the research station than on the average 
farm although crop yields are higher. 
Innovations which will tend to reduce 
labour requirements or increase the 
efficiency of labour could well redress any 
adverse effect of further reductions in the 
product price: factor cost ratio. Thus the 
assumption of constancy, while not entirely 
satisfactory, is at least tenable for the 
present purpose. 
THE "AVERAGE" FARM 
Statistics reveal that there are 238 farms 
in the Wongan-Ballidu Shire with the 
following average characteristics:— 
Total farm area—3,550 acres. 
Area cleared—3,050 acres. 
Improved pastures—687 acres. 
Wheat planted in 1962-63—823 acres. 
Wheat produced in 1962-63—13,248 
bushels. 
Wheat yield in 1962-63—16.1 bushels 
per acre. 
Oats produced in 1962-63—1,638 
bushels. 
Sheep in 1962-63—1,250 carried and 
1,440 shorn. 
Wool produced in 1962-63—12,245 lb. 
Wool per sheep shorn in 1962-63— 
8.5 lb. 
The gross returns for the average 
farm are shown in Table 5. 
An estimate of the capital (including 
land, structures and machinery) required 
to farm at these different levels of pro-
duction is shown in Table 6. 
Total capital in 1962-63 is valued at 
£45,000 and with the necessary improve-
ments to pastures, additional water sup-
plies, fencing to facilitate set stocking and 
new buildings and plant, it is estimated 
that values would rise to £53,700 and 
£54,660 by 1980 and 2000 respectively. 
The increases in total costs (including 
allowance for hired labour, all operating 
expenses, depreciation, and interest on 
total capital and sheep at 6 per cent, 
per year) to the years 1980 and 2000 would 
not be proportionate to increases in gross 
returns. 
The estimates for total costs are £8,794 
in 1962-63, £11,183 by 1980 and £12,106 by 
the year 2000 (see Table 7) while gross 
returns are calculated at £12,464, £21,034 
Wheat 
Oats 
Wool 
Lambs 
Table 5.—Gross farm 
Commodity 
Culled Stock 
Excess 
' 
Young Sheep 
lotal 
returns (average farm, 
, 
Price ana 
Unit 
13/-
5 / -
5l.9d 
60 -
40 -
90 -
bush. 
bush. 
per lb. 
each 
each 
each 
.... 
1962-63 
Prodn. 
13,248 
1,638 
12,245 
41 
243 
41 
£ 
8,611 
409 
2,648 
124 
486 
186 
12,464 
Wongan-Ballidu Shire) 
By 1980 
Prodn. £ 
18,843 ! 12,248 
3.060 765 
24.228 5,239 
238 715 
497 994 
238 1,073 
21,034 
By 2000 
Prodn. 
23,040 
3,640 
29,551 
363 
606 
363 
£ 
14,976 
910 
6,390 
1,088 
1,213 
1,632 
26,209 
161 
Journal of Agriculture, Vol 6 No 3 1965
BE A JUMP 
AHEAD 
IN '65 
APPLY NOW FOR UAV 9 
THE BIG NEW l l f i l <X 
How good at figuring are you, Mr. Farmer? 
Look at this simple proposition. 
Commonwealth Government's Investment 
Allowance of 20% applicable to all new 
farm equipment 
Plus your usual depreciation allowance 
against your 1964-65 income 
Plus International Harvester's big new 
Hay & Harvest Bonus TO YOU! 
403 S.P. Header A8-4 P.T.O. Header 503 S.P. Header 
HI392FQPS 
Peasa mantlon h« k a m : of Agriculture of W.A.." whan writing to advartiiart 
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HARVEST BONUS 
That's a theorem that can't be disproved But, remember, the things you put off 
• •. and it enables you to save real money never get done! See your local IH Dealer 
on new equipment for the good season for full details NOW! 
ahead! 
You can make BIG SAVINGS on McCor-
mick International B46 and B57 balers, 
on self-propelled headers, 403 and 503, and 
PTO A8-4 if you act before 30th June, 1965. 
^ 
MCCORMICK 
I N I ^ _ i A T l O N A l _ 
F A R M E Q U I P M E N T 
P I M M mention Hi* "Journal of Agriaritur* ol W.A.." an*n writing to advwtnvt 
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and £26,209. The estimate of total cost per 
£1,000 of gross re turns at the three levels 
is £705, £531, and £463. 
The main reasons for the substantial 
economies a t the higher levels of produc-
tion arise from the opportunities provided 
to spread fixed costs over a greater volume 
of production. 
The average net return to the farm 
operator for his own labour and manage-
men t at the three levels of production is 
shown in Table 8. 
These net figures can now be t ranslated 
from the farm level to the shire level by 
multiplying by the 238 farms. The annual 
ne t returns to the shire are: 
(a) 1962-63—£873,460. 
(b) The year 1980—£2,344,780. 
(c) The year 2000—£3,356,570. 
I t can be seen tha t quite remarkable 
development is still possible and likely in 
th is already highly-developed shire with 
t h e expectation of annual net re turns 
reaching more t han 2£ times their present 
level by 1980 and four times their present 
level by the year 2000. 
CONCLUSION 
Accumulation of total net returns for 
t he shire over the 37 years 1963-64 to 1999-
2000 gives an amount of £84,900,000. At 
the present annual level of £873,460 net 
r e tu rn the cumulative total would be 
£32,500,000. Thus, it is forecast tha t the 
238 farmers in the Wongan-Ballidu Shire 
will earn an additional £52,400,000, net, 
over the next 37 years and increase the 
average annual net return from £873.460 
to £3,356,570—an increase of 281 per cent. 
At the farm level it is estimated that 
average r e t income will be £14,103 by the 
year 2000 compared with £3,670 at present. 
An important feature expected from the 
development is tha t farm gross returns 
will rise more steeply than farm costs 
because of scale economies as farm pro-
duction increases. 
Table 6.—Capital requirements at different levels of production 
(average farm, Wongan-Ballidu Shire) 
Capital Items 
Land 
Water Supplies .... 
Fencing 
Buildings 
Plant 
Changes Required and Explanations 
3,500 acres of virgin land at £3 per acre ; 
3,050 acres cleared at £4 5s. per acre ; 
687 acres of pasture at £3 5s. per acre ex-
tended to 2,033 acres by 1980 
Originally 11 watering points of which two 
were equipped. Four more equipped by 
1980 
16 miles of fencing, in 1962-63, at £160 per mile 
plus gates, ramps, etc. Four miles added by 
1980 and a further six by year 2000 
Existing in 1962-63 include shearing shed, 
machinery and storage shed, and quarters 
for a hired man. Shearing and storage shed 
additions by 1980 
£2,000 allowed for change-over from power-
take-off header to auto-header by 1980. 
Otherwise the £9,000 allowed would pro-
vide adequate plant at each level of produc-
tion 
Total Capital 
1962-63 
£ 
26,000 
2.000 
3,000 
5,000 
9,000 
45,000 
By 1980 
£ 
30,260 
2,800 
3,640 
6.000 
11,000 
53,700 
By 2000 
£ 
30,260 
2,800 
4,600 
6,000 
11,000 
54,660 
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Table 7.—Total costs at different levels of production 
(average farm, Wongan-Ballidu Shire) 
Cost kerns Explanations 1962-63 By 1980 
Wages—Hired 
Contract 
Shearing, crutching 
Fuel and oil—including in and out 
cartage 
Fertilizer— 
Pasture 
Grain Crop 
Seed— 
Pasture 
Grain 
Packs 
Drenches and dips 
Maintenance— 
Plant 
Improvements 
Rates and land tax 
Insurance 
Vermin destruction 
Marketing—Wool .... 
Miscellaneous— 
Variable 
Fixed 
Depreciation— 
Water Supplies 
Fencing 
Buildings 
Plant 
Interest on Capital at 6 per cent, 
per annum 
Sheep (carried at £4 10s.) 
Total 
Total 
One man who with operator sufficient for 3,000 
sheep carried by year 2000 
Super spreading £3 6s. per ton 
5 / - per sheep shorn 
14 / - per acre 
56 lb. super per acre of improved pasture at 
£10 per ton 
112 lb. super per acre of grain with addition 
later of 50 lb. urea on half crop 
Re-seeding 469 acres per year at 6 / - per acre 
45 lb. per acre for wheat and oats 
9d. per sheep carried 
5 per cent, per year of total capital value 
I per cent, per year of total capital value 
9d. per acre (3,500 acres) 
J per cent, per year of total capital value of 
building and plant 
6d. per acre 
3d. per lb. of greasy wool 
Increased according to gross returns 
Rate 5 per cent, per annum 
Rate 3 per cent, per annum 
Rate 2 i per cent, per annum 
Rate 10 per cent, per annum 
£ 
1,000 
57 
360 
656 
172 
468 
£ 
1,000 
165 
737 
656 
500 
468 
1962-63 
26,000 
10,000 
9,000 
5,625 
50.625 
By 1980 
30,260 
12,440 
11,000 
11.530 
65,230 
By 2000 
30,260 
13,400 
11,000 
14,050 
68,710 
140 
445 
28 
47 
450 
100 
131 
105 
87 
153 
65 
75 
100 
90 
125 
900 
3,040 
8,794 
140 
445 
96 1 
550 
124 
131 
135 
87 
303 
107 
75 
140 
109 
150 
1,100 
1 
3,910 
11,183 
Examples of likely scale economies are: 
• A farmer requires a permanent 
man to grow 1,000 acres of grain 
and run 1250 sheep but he can 
virtually double his wheat produc-
tion, by doubling yield per acre, 
and double his sheep numbers 
without increasing his labour 
force. 
• Wheat yield per acre, and conse-
quently farm production, can be 
considerably increased without 
substantial changes in cultivation 
or harvesting equipment. 
• When a farm is cleared, fenced, 
watered and provided with build-
ings it is relatively cheap to extend 
pastures and add the fences, water 
supplies and buildings necessary 
to increase greatly the number of 
sheep carried. 
The economies possible by spreading 
fixed costs after a certain stage of develop-
ment is reached greatly outweigh the 
variable expenses which attach to each 
sheep (shearing and crutching, etc.), to 
each pound of wool (classing, marketing, 
etc.), or to each bushel of wheat (cartage, 
freight, etc.). 
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Table 8.—Net returns at different levels of farm production 
(average farm, Wongan-Ballidu Shire) 
Item 1962-63 | By 1980 By 2000 
Gross Farm Returns 
Less— 
Current operating costs (including hired and contract 
labour) 
Depreciation on structures and machinery 
Interest on Capital at 6 per cent, (including land, improve-
ments, plant and sheep) 
Total Costs .... 
Net Return to Farm Operator for his own labour and 
management 
£ 
12,464 
3,670 
£ 
21,034 
9,851 
£ 
26,209 
4,539 
1,215 
3,040 
8,794 
5,774 
1,499 
3,910 
11,183 
6,458 
1,528 
4,120 
12,106 
14,103 
In the years ahead there will be fluctua-
tions in the prices received for grain, wool 
and meat and on occasions Australian 
farmers will find it extremely difficult to 
compete on world markets. Farmers also 
find themselves temporarily in serious 
difficulties because of seasonal fluctuations 
in yields. Western Australian farmers in 
shires such as Wongan-Ballidu will find 
themselves less and less vulnerable in such 
crises as the developments envisaged are 
pushed ahead. 
The potential for development is 
certainly available; for realisation it needs 
Wf'/h Off 
6 7 6 3 I97C 
Fig. 4.—Projected costs, grcss and net returns to the shire from main commodities up to the year 2000. (t is expected 
that annual net returns will reach more than 2\ times their present level in 1980 and four times their present level in 
the year 2000 
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Two hundred cars moved in convey around the research station at the ] 964 field day. 
timbered area in the background 
District farmers have always supported the research station and field days attract widespread interest. 
attended this field day on the station in 1964 
The station buildings are in the 
About 600 people 
the backing of research and an efficient 
advisory service. This is only one shire in 
which farmers' net returns can be lifted 
fourfold by the year 2000. 
Every other shire in the agricultural 
areas of Western Australia has potential 
of this type; either for increased grain 
production or increased stocking rates, or 
both. Many shires with soils, vegetation 
and rainfall similar to the Wongan-Ballidu 
Shire have closely comparable potential 
for increased productivity from this 
cleared area. 
Some shires also have land available for 
clearing on existing farms or have Crown 
lands suitable for agriculture at similar 
levels of production. This will add still 
further to the State's potential income. 
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POULTRY? 
You can get more meat and 
more eggs from poultry on 
AUROFAC* Aureomycin feed 
supplement. AUROFAC en-
sures healthy birds which 
will produce more eggs over 
a longer period and more 
meat of a higher quality— 
on the same amount of 
feed. 
CATTLE? 
AUROFAC in your herd's 
feed increases milk produc-
tion in cows, accelerates 
growth rate in calves, puts 
extra flesh on beef animals. 
Losses are reduced—feed 
bills cut. Healthy cattle 
make farming easier and 
more profitable. 
PIGS? 
reduce costs — increase profits with 
# AUROFAC 
Aureomycin feed supplement 
Aureomycin (Chlortetracycline), the antibiotic in 
AUROFAC, keeps your animals in top physical 
condition. Good health ensures that all food con-
sumed by the animal is used profitably in the 
production of eggs, milk or in flesh development 
Food wastage is eliminated, feed bills are decreased 
—and your profits rise. 
Pigs on AUROFAC make the 
most efficient use of their 
feed, and reach their full 
growth potential in less time 
and at reduced feed costs. 
Litters on AUROFAC are 
healthier, with far lower 
losses than those without 
supplementation. 
Ask your feed or veterin-
ary products supplier, or 
send the coupon, for your 
FREE manual describing 
the step-by-step 
COORDINATED 
FEED-HEALTH 
PROGRAMME 
COA19A/32 
• R E 8 . TRADEMARK 
POST THIS COUPON 
FOR YOUR FREE MANUAL 
To C/arjmia—D.H.A. Pty. Limited, ewe P.O., West Footscray. Victoria 
Piease send me a free copy of the 
CH.CKEN Q DAIRY CATTLE f- j SWINE r j 
Coordinated Feed-Health Programme Manual (tick whichever required). 
NAME 
( B L O C K L E T T E R S ) 
AOORESS _ 
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